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Recently, the Association of Supervisors of 
Banks of the Americas conducted a survey 
to learn about the expectations of bank 
supervisors, in relation to the impact of the 
global and regional economic environment, 
on the financial systems and the supervisory 
strategies to be implemented this year. This 
survey’s results shed some light to support 
the region’s financial stability and resiliency.  

The survey reveals that, in general, the region 
is concerned about the federal funds rate 
adjustment, the volatility of commodities’ 
prices, the likely changes in economic 
and financial policies, the implementation 
of international standards, and currency 
fluctuations. Undoubtedly, these events will 
test the region’s financial markets’ stability 
and resilience.  

The events mentioned above may push 
the region in different ways and forms. 
The revision of the federal funds rate and 
the appreciation of the US Dollar may 
have significant impacts on credit risk 
management and quality of assets. The 
changes in economic and financial policies, 
under public debate, may alter the structure 
of international trade. The implementation 
of the international standards on banking 
regulation and supervision may result in 

greater capital and liquidity management 
requirements.

Moving forward, the new technologies and the 
need to continue making efforts to include 
underserved and unserved populations in 
the financial market are part of the agenda. 
Unfortunately, even though much has 
happened since the first financial technologies 
appeared in the market, the region is lagging 
in understanding them and consequently 
designing policies to introduce them to the 
regulated market. About financial inclusion, 
the prospects are different given the current 
changes in the market structure and the 
eventual increase of the risk environment.   
One last concern, derived from the analysis 
of the results, is the de-risking challenge. 
Clearly, this is a matter where the market, 
policy making, and political expectations 
may not be aligned. At any rate, there are 
opportunities for better implementation of 
the regulatory frameworks approved in some 
sub-regions, improvements in know-your-
customer and due diligence practices, as well 
as the adoption of a set of alternatives to 
reestablish correspondent relationships from 
a menu of options under current debate. 

Thus, credit and operational risks shall be 
considered at the top of supervisory priorities. 

                                     
Is the agenda for the region set?

Juan Pedro Cantera
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Basel III - The Net Stable Funding Ratio: Frequently Asked Questions

Read more: https://goo.gl/1WIL0w

This document covers interpretation questions to the October 2014 publication of the 
Basel Committee’s Net Stable Funding Ratio (NSFR). On a periodic basis, the Committee 
reviews frequently asked questions and publishes answers that may include technical 
text and interpretative guidance. The questions in this document are categorized in 
five areas, as follows: (i) Definitions; (ii) Repo/secured lending; (iii) Derivatives; (iv) 
Maturity; and (v) Other.

Frequently Asked Questions on Market Risk Capital Requirements

Read more: https://goo.gl/8XHtgB

The Basel Committee periodically reviews frequently asked question (FAQs) and 
publishes answers with the objective of supporting consistent global implementation 
of the standards. In this occasion, the document covers FAQs related to the minimum 
capital requirements for market risk standard, published in January 2016. This set of 
FAQs is the first set of responses to the standard, which is to become the basis of Pillar 
1 capital requirements in 2019. The FAQs are presented in two major sections covering 
the standardized approach and the internal models approach.

Bank for International 
Settlements

February 2017

Bank for International 
Settlements

January 2017
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Non-Cash Collateral Re-Use: Measure and Metrics

Read more: https://goo.gl/9XPPUA

This report finalizes the measure and metrics of non-cash collateral re-use in securities 
financing transactions that authorities will monitor for financial stability purposes. 
Non-cash collateral is “re-used” when a market participant,  such as a bank, receives 
securities as collateral in one transaction (i.e. reverse repos, securities lending, margin 
lending or OTC derivatives) and subsequently sells, pledges or transfers this collateral 
in a second transaction. The re-
use of collateral plays an important role in financial systems as it increases the 
availability of collateral, and consequently reduces transaction and liquidity/funding 
costs for several market participants. However, it can also pose financial stability risks 
related to: (i) the build-up of excessive leverage of individual entities and the financial 
system as a whole; (ii) increasing the interconnectedness of market participants; (iii) 
increasing the sensitivity of market participants to counterparty credit risk; or, (iv) 
amplifying stress in the market.

Re-Hypothecation and Collateral Re-Use: Potental Financial Stability 
Issues, Market Evolution and Regulatory Approaches

Read more: https://goo.gl/ZTqs4l

This report describes potential financial stability issues and explains the evolution 
of market practices and current regulatory approaches to the re-hypothecation of 
client assets and collateral re-use. For the purposes of this report, re-hypothecation 
is defined narrowly as “any use of client assets by a financial intermediary” (e.g. 
broker-dealers). In contrast, collateral re-use is not limited to client assets and broadly 
includes “any use of assets delivered as collateral in a transaction by an intermediary 
or collateral taker”. The FSB has concluded that there is no immediate case for 
harmonising regulatory approaches to re-hypothecation. At the same time, the FSB 
encourages its member jurisdictions to implement Recommendation 7 in its Policy 
Framework for Addressing Shadow Banking Risks in Securities Lending and Repos 
published in August 2013. With respect to collateral re-use, the FSB considers that 
appropriately monitoring collateral re-use at the global level will be an important step 
towards obtaining a clearer understanding of global collateral re-use activities in the 
securities financing markets.

Financial Stability Board

January 2017

Financial Stability Board

January 2017
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The New Era of Expected Credit Loss Provisioning

Read more: https://goo.gl/QLZomC

Following the Great Financial Crisis, accounting standard setters have required banks 
and other companies to provision against loans based on expected credit losses, rather 
than under an “incurred loss model” where credit losses are recorded as they happen. 
While the rules adopted by the  two  main  standard-setting  bodies  differ,  banks  must  
in  both  cases  provision  for  expected  credit losses from the time a loan is originated, 
rather than awaiting “trigger events” signaling imminent losses. The new standard is 
more forward-looking and emphasizes shifts to the probability of future credit losses. 
In the short term, provisions may rise but the impact on regulatory capital is expected 
to be limited. However, the new rules are likely to alter the behavior of banks in credit 
downturns,  potentially  dampening  procyclicality. Banks,  supervisors  and  market  
participants must  prepare  for  their  respective  roles  in  implementing  the  new  
approach  and  assessing  its impact.

Changing Business Models in International Bank Funding 

Read more: https://goo.gl/Tnuqro

The rapid advance of global banking has had important repercussions for funding 
and liquidity management at the institutions involved. Financial globalization has 
allowed banks to tap funding sources across borders, allowing them to diversify away 
from traditional funding sources to international interbank markets. Thus, this paper 
investigates the foreign funding mix of globally active banks. Using BIS international 
banking statistics for a panel of 12 advanced economies, authors detect a structural 
break in international bank funding at the onset of the global financial crisis. In their 
post-break business model, banks rely less on cross-border liabilities and, instead, tap 
funds from outside their jurisdictions by making more active use of their subsidiaries 
and branches, as well as inter-office accounts within the same banking group. 

Benjamin H Cohen and 
Gerald A. Edwards Jr.

Bank for International 
Settlements

March 2017

Leonardo Gambacorta, 
Adrian van Rixtel,  

and Stefano Schiaffi

Bank for International 
Settlements

March 2017
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LATAM Regulation Scorecard

Read more: https://goo.gl/qD13n8

The increase in the number of players in the financial services industry has resulted 
in efforts to better adjust regulations to digital transformation. In several countries in 
Latin America, FinTech entrepreneurs have promoted the creation of associations aimed 
at representing the views of the new financial services industry before regulators, 
promoting a better understanding of Fintech companies in the general public, and 
coordinating best practices in the industry. A survey carried out by Finnovista and the 
Inter-American Development Bank shows that 21.3% of FinTech entrepreneurs in the 
region, considers that regulation is excessive; although another 27.2% of entrepreneurs 
point out that there is no specific regulation, and that it is badly needed. In addition, 
the survey shows that Latin American countries are still far from reaching the level of 
maturity and progress in regulatory issues that the leading countries in these issues 
have seen. For example, the region does not have  mechanisms for regulators to 
approach the industry, including the establishment of discussion forums, consultations, 
the implementation of regulatory sandboxes,  and the support for RegTech innovations.

FinTech, RegTech and the Reconceptualization  
of Financial Regulation

Read more: https://goo.gl/7Xo2IK

FinTech is changing the nature of financial markets, services and institutions. The rapid 
evolution and development of FinTech demands a similar evolution and development 
of RegTech. Thus, for policymakers and regulators the challenge of regulating 
rapidly transforming financial systems requires the use of RegTech. RegTech refers 
to the use of technology, particularly information technology (IT), in the context of 
regulatory monitoring, reporting, and compliance. So far, RegTech has been focused 
on the digitization of manual reporting and compliance processes. While this offers 
tremendous cost savings, RegTech has a greater potential in enabling an almost 
real-time and proportionate regulatory regime. This paper sets the foundation for a 
practical understanding of RegTech and proposes sequenced reforms that could benefit 
regulators, industry and entrepreneurs alike in the financial sector and other industries.

Andrés Fontao

Finnovista

Enero 2017

Douglas W. Arner,  
Jànos N. Barberis,    

and Ross P. Buckley

October 2016
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WEO: A Shifting Global Economic Landscape

Read more: https://goo.gl/hpEHLo

Economic activity is expected to improve in 2017 and 2018, in particular in emerging 
market and developing economies. However, there is a wide dispersion of possible 
outcomes considering the uncertainty related to the policy stance of the incoming 
U.S. administration and its global ramifications. While growth prospects for advanced 
economies have improved, emerging market and developing economies growth 
prospects have marginally worsened, given that the financial conditions have 
tightened in general terms. Notable negative risks to activity include: (i) a possible 
shift toward inward-looking policy platforms and protectionism; (ii) a sharper than 
expected tightening in global financial conditions that could interact with balance 
sheet weaknesses in parts of the euro area and in some emerging market economies; 
(iii) increased geopolitical tensions; (iv) and a more severe slowdown in China.

Latin America in a New Global Political and Economic Scenario:  
What Does It Mean for the Region?

Read more: https://goo.gl/Zg45ix

The region has been facing a confluence of adverse events since at least the year 2013.  
This implies that their effects on the region have been accumulating and the economies 
have been weakening even in a context of low interest rates and broad international 
liquidity. Since mid 2016, a new wave of political developments in advanced countries 
has been shaking Latin America. This time the waves relate to to the growth of the 
political movements that promote a reduction of globalization. A sudden shift in 
policy by the world’s largest economy leads to worrying implications for the global 
economic outlook. First, fiscal expansion will increase international interest rates 
and this may lead to greater volatility in capital flows affecting both emerging and 
advanced economies. Second, the more protectionist approach that is less interested 
in global coordination may increase the volatility of exchange rates between the major 
currencies (e.g. the USD/EUR rate). The changes in the global economic scenario are 
expected to affect the region through four main channels: (i) a likely increase in 
international interest rates; (ii) additional difficulties in China’s economy due to its 
financial weaknesses; (iii) increased US protectionism and, in particular, its effect on 
the Chinese economy; and (iv) a greater degree of uncertainty about the evolution of 
the main economic variables, including the exchange rates between major currencies.
  
 

International Monetary 
Fund

January 2017

 Guillermo 
Calvo , Alberto 

Carrasquilla, et. al.

Center for Global 
Development

January 2017
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Economic and Social Panorama of the Community of Latin American 
and Caribbean States, 2016

Read more: https://goo.gl/oyhYxe

This edition has six sections summarizing the situation in Latin America and the 
Caribbean as regards economic, social and population affairs, as well as foreign 
direct investment, trade, and gender equality. The GDP of Latin America and the 
Caribbean contracted by 1.1% in 2016, continuing this negative trend since 2011. The 
region’s weak performance  was caused mainly by a large drop in investment and 
consumption. However, the Latin American and Caribbean region is expected to 
grow 1.3% in 2017. As for inflows of foreign direct investment (FDI) into Latin America 
and the Caribbean, these have declined by 9.1% between 2014 and 2015. In 2015, the 
United States became the main source of FDI flows to the region (25.7%), followed by 
the Netherlands (15.9%) and Spain (11.5%). Finally, there has been a rising resistance 
to globalization, mainly lead by: (i) a slow recovery from the 2008-2009 crisis; (ii) a 
reduction in poverty at the global level (while income distribution deteriorated in 
almost all advanced economies); and (iii) a sustained increase in immigration in the 
United States and Europe. 

Commodity Markets Outlook: Investment Weakness  
in Comodity Exporters

Read more: https://goo.gl/rsxAIo

This outlook provides detailed market analysis for major commodity groups. Most 
industrial commodities will continue to experience an increase in prices, compared 
to their lows in early 2016. For example, crude oil prices are expected to rise to 
$55 per barrel in 2017 from $43 per barrel in 2016. The document also analyzes the 
recent investment weakness in commodity-exporting emerging market and developing 
economies, and concludes that the deceleration reflects elevated uncertainty, 
deteriorated terms of trade, and increased private debt burdens. The authors argue 
that structural reforms are critical to enhance business environment, encourage 
economic diversification, and improve governance.

Economic Commission 
for Latin America and 

the Caribbean

January 2017

World Bank Group

January 2017
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Beyond Swings in Risk Appetite

Read more: https://goo.gl/VNZfg9

Market participants expected a change in the policy mix in the United States, with 
a greater role for fiscal policy, continued gradual tightening of monetary policy, a 
push for deregulation, and a more protectionist trade stance. However, the precise 
nature and timing of policy changes and their impact remained unclear. In February, 
stock markets rallied in the United States, while sovereign yields in a number of euro 
area countries came under pressure as investors shifted their focus towards political 
uncertainties in Europe. In general, asset returns have become less correlated across 
classes, regions and sectors. This suggests that, over the period under review, swings 
in investor risk appetite were less of a driver of overall valuations. Asset prices also 
hinted at shifting perceptions of the challenges faced by emerging market economies. 
While markets trimmed to a large extent the initial negative reactions that followed 
the US presidential election, relative valuations suggest that concerns persisted for 
some economies regarding their growth, trade and financing outlooks.

Benefits of Global and Regional Financial  
Integration in Latin America 

Read more: https://goo.gl/VFlMA4

This paper analyzes the global and regional financial integration opportunity in Latin 
America, quantifying the potential macroeconomic benefits that could be attained by 
such integration. The results include an average potential growth between 0.25-0.75 
percentage points in GDP growth for countries. Given the readjustments of growth 
projections and the withdrawal of global banks in the region, capitalizing on this 
integration opportunity could bring benefits such as fostering growth and stability 
in the region, enhancing competition, exploiting economies of scale, and stablishing 
robust regional banks.

Bank for International 
Settlements

March 2017

 Luc Eyraud, 
Diva Singh,  

and Bennett Sutton

International Monetary 
Fund

January  2017
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The State of the Financial Services Industry 2017

Read more: https://goo.gl/1QPcuU

Despite the enormous changes in the financial services industry in recent years, the 
large incumbent banks, insurers, and asset managers still dominate the provision of 
financial services. A plethora of significant new players are emerging – including fintech 
startups, established payment, technology, and information firms, telecoms, and other 
providers – and are eyeing attractive parts of the broader financial services industry. 
However, few of these firms appear willing or able yet to take on the incumbents on 
the core provision of highly regulated financial services, at significant scale. So the 
question for us is not really whether the financial services incumbents will exist in five 
to ten years, but whether they will thrive.

Distributed Ledger Technology in Payments,  
Clearing, and Settlement

Read more: https://goo.gl/WUILq2

Distributed ledger technology (DLT) is a FinTech innovation that has been described as 
a mean for transforming payment, clearing, and settlement processes. There are claims 
that DLT is expected to foster a more efficient payment system by improving end-to-
end settlement speed, data auditability, resilience, and cost efficiency. Although DLT 
is in an early stage, some expect this technology to be available in actual production 
environments within two years. This paper aims to examine how this technology could 
be used in payments, clearing, and settlement and to identify opportunities and 
challenges facing its practical implementation and long-term adoption.

Oliver Wyman

January 2017

David Mills, Kathy 
Wang, Brendan Malone, 

et. al.

Federal Reserve Board

December 2016
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The FinTech Revolution and the Future of Banking

Read more: https://goo.gl/88br2i

This document explores the FinTech companies sector and its disruptive potential in 
the banking industry, as well as the tendencies that are defining the future of banks. 
Innovations in FinTech-related sector have the potential to improve the efficiency of 
the financial industry and promote the inclusion of social groups traditionally non-
attended by banks. However, they also have the potential to generate non-envisaged 
risks for consumers and investors and even for the financial system as a whole. The 
first section of this work identifies the main characteristics of FinTech companies. 
These firms have entered in all segments of the bank’s value chain, ranging from 
those serving clients (front-end), such as financing, personal finance, transfer of funds 
and financial advisory, until those that provide support in operations (middle-office 
and back-office). In the second section, the forces that interplay in favor or against 
banking disruption, such as customers habits, metrics of financial access and the 
characteristics of the banking sector infrastructure, are discussed. The third section 
covers the transformation of banks. The last section analyzes aspects related to 
collaboration between banks and FinTech companies.

Asia’s Fintech Revolution

Read more: https://goo.gl/Kw0pZo

Driven by the proliferation of new technologies and startups, financial systems across 
Asia are undergoing a significant transformation. Finance in Asia has been historically 
dominated by large banks, many of which have been slow to embrace technological 
change, thereby leaving many parts of the economy underserved in terms of access 
to financial services. The growing ubiquity of mobile phones, the internet, and 
other technologies have given rise to new ways of delivering financial services. The 
companies leading the introduction of these new services are often startups or firms 
outside the traditional financial sector. Regulators have sought to keep pace with the 
rapid evolution of technologies and services.

Laura Rojas

Banco de Desarrollo de 
América Latina

December 2016

Sean Creehan and 
Nicholas Borst

Federal Reserve Bank 
of San Francisco

February 2017
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Does Regulatory Bank Oversight Impact Economic Activity?  
A Local Projections Approach

Read more: https://goo.gl/3jYSKj

Existing research generally finds that the magnitude of the effect of supervisory 
rating shocks on real economic activity is small and short-lived. This is puzzling 
because corrective actions addressing weaknesses in underwriting and other practices 
frequently include lending restrictions and thus would be expected to have a stronger 
effect on real activity. Authors in this paper use a local projections approach to 
estimate impulse responses from a vector autoregression (VAR) model, showing that 
the effect of supervisory stringency shocks is larger than the one estimated with the 
standard Cholesky VAR approach.

Vivian Hwa,  
Pavel S. Kapinos,  

Carlos D. Ramirez

Federal Deposit 
Insurance Corporation

January 6
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Classification Methodology for Urban and Rural Counties for 
the Financial Intermediation System
Autoridad de Supervisión del Sistema Financiero. Bolivia.
Read more: https://goo.gl/r1EaOH

Commercial Lending, Credit Risk and the Chilean Economic 
Cycle : A Sectoral View
Superintendencia de Bancos e Instituciones  
Financieras de Chile. Chile.
Read more: https://goo.gl/AVJza5

Report on Indebtedness 2016
Superintendencia de Bancos e Instituciones  
Financieras de Chile. Chile.
Read more: https://goo.gl/IoYLuF

SSF Improves in the Assessment of Treasury (Cash) Flows
Superintendencia del Sistema Financiero. El Salvador.
https://goo.gl/UMLAav

Capital Markets Financial Global Tendencies in 2016
Banco de España. Spain.
Read more: https://goo.gl/Dh3sKm

Guidance to Banks on Non-performing Loans
European Central Bank. 
Read more: https://goo.gl/ttM1de

Towards an Efficient Management of Capital Flows
Banco de España. Spain.
Read more: https://goo.gl/Pazhc8

Financial Integration in Latin America
Superintendencia de Bancos de Guatemala. Guatemala.
Read more: https://goo.gl/Vnlsv6

Shadow Banking
Superintendencia de Bancos de Guatemala. Guatemala.
Read more: https://goo.gl/RYdR7f
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New Capital Requirements  for Financial  
Institutions in Honduras
Comisión Nacional de Bancos y Seguros. Honduras.
Read more: https://goo.gl/yvJItr

Regulatory Modifications
Comisión Nacional Bancaria y de Valores. Mexico.
Read more: https://goo.gl/kKrg5v

CONDUSEF Monitors that Financial Entities Avoid Tied Selling
Comisión Nacional para la Protección y Defensa de los Usuarios 
de Servicios Financieros. Mexico.
Read more: https://goo.gl/Adla5S

Supervision and Regulation
Board of Governors of the Federal Reserve System.
United States of America.
Read more: https://goo.gl/IcRRzA

A Market-Based Proposal for  
Regulatory Relief and Accountability
Federal Deposit Insurance Corporation. United States of America.
Read more: https://goo.gl/PuOGTo

Does Deposit Insurance Promote Financial Depth? Evidence 
from the Postal Savings System During the 1920s
Federal Deposit Insurance Corporation.United States of America.
Read more: https://goo.gl/981bKD

Quarterly Banking Profile
Federal Deposit Insurance Corporation. United States of America.
Read more: https://goo.gl/MFocr8

Supervisory Insights
Federal Deposit Insurance Corporation. United States of America.
Read more: https://goo.gl/879dGk
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Institutional Events
LXXXI ASBA’s Board Meeting
April 26 - 28, 2017. 
Montevideo, Uruguay.

International Participation
GAFILAT Workshop: Risk-Based Supervision for Financial  
and Non-Financial Entities
May 2 - 4, 2017. 
Lima, Peru.

BOD Financial Group - 8th International  
Congress AML Bancamerica
May 4 - 5, 2017. 
Santo Domingo, Dominican Republic

Basel Consultative Group
May 17 - 18, 2017.  
TBA.

World Bank Conference on Microfinance
May 25, 2017.  
Washington D.C., United States of America.

ASO Bancaria - 52nd Banking Summit
June 1 - 2, 2017. 
Cartagena, Colombia.

IADB - Social Performance Task  Force Annual Meeting
June 7, 2017. 
Mexico City, Mexico.



15

Training
Anti-Money Laundering Examination Seminar
April  3 - 7, 2017. 
Nassau, Bahamas.

Consolidated Supervision and Risk Integration Seminar
May 15 - 19, 2017. 
Mexico City, Mexico.

Anti-Money Laundering Examination Seminar
May 22 - 26, 2017. 
Panama City, Panama.
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Furthermore, the international standards, 
the incorporation of new technologies, and 
the changes required to allay the de-risking 
process need greater regulatory time and 
effort. Finally, moving forward, regulatory 
agencies would have to make more 
significant efforts in understanding the new 
financial technologies to bring them under 
the regulatory framework in an orderly and 
sound manner. 

 It is the third month of the year, and already 
the agenda is set to continue providing 
support to the region’s financial stability and 
resiliency. The Association of Supervisor of 
Banks of the Americas stands ready to work 
with its members and anyone interested 
in contributing to furthering the region’s 
financial markets. 

DISCLAIMER / COPYRIGHT
Published by the Association of Supervisors of Banks of the Americas (ASBA). Its 
headquarters are located at C. Picacho Ajusco #238 Int. 601 Col. Jardines en la 
Montaña, Mexico City, Zip Code 14210, Mexico. To subscribe to this Newsletter 
send an email to asba@asbasupervision.org or call (5255) 5662-0085. Reproduction 
in whole or in part is prohibited without prior permission from ASBA. The 
information has been obtained by ASBA from sources deemed as reliable and, in 
most cases, publicly available or provided by an Associate Member. However, given 
the possibility of human and/or mechanical error from our sources, ASBA does not 
guarantee the accuracy, adequacy or completeness of any information. ASBA is 
not responsible for errors, omissions, or the results from using such information. 
The opinions and assertions contained in articles and documents published by 
individual authors are the sole responsibility of the authors, and do not represent 
the opinion of the Association of Supervisors of Banks of the Americas, its Board of 
Directors or the General Secretariat. ASBA reserves the right to release documents 
to the supervisory community in the Region, and it does not receive any payment 
for doing so.

Subscribe to Our Journal or
send us Comments and Suggestions: 
Email us at asba@asbasupervision.org 
or Call +52 (55) 5662-0085

Visit Our Website at: 
http://www.asbasupervision.org/

Follow us on Twitter: 
      https://twitter.com/ASBAnews/
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